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Examining the process of performance measurement system design 
and implementation in two Italian public service organizations 
 
 
Abstract 
In the last two decades, the adoption of new public management (NPM) practices in the public sector has 
increased as public sector organizations seek to improve efficiency, effectiveness and public accountability. We 
present case study findings of a NPM initiative to implement balanced scorecard (BSC) performance 
measurement systems in two Italian public sector organizations. This study considers the question of whether the 
BSC development process can be effectively translated into the public sector context. Our findings highlight the 
importance of aligning the development of performance management systems with a greater understanding of 
the internal and external environment of public sector organizations. Our results further emphasize the 
significant role of emergent stakeholders and management culture for the success of NPM performance 
management initiatives.  
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Introduction 
Using Otley’s (1999) performance management model, this paper examines the process of 
design and implementation of balanced scorecard (BSC) performance management systems at 
two Italian public sector organizations, and highlights factors that impact the successful 
adoption of the BSC.  
BSC initiatives reflect shifts by public sector organizations towards using contemporary 
business-oriented performance management systems that focus on performance and 
accountability as part of a broader movement of new public management (NPM) (Arnaboldi 
et al., 2015). Performance management systems are at the heart of public sector reforms in 
Italy, which reflect a shift towards more effective and efficient public sector management 
(Liguori et al., 2012; Arnaboldi and Azzone, 2010; Minelli et al., 2009; and Ongaro, 2009). 
NPM is characterized by a distinction between policy and operations and an emphasis on 
private sector practices and values (Charih and Rouillard, 1997; Hood, 1991 and 1995; and 
Gow and Dufour, 2000). Gow and Dufour (2000) see the public–political dimension as one 
that distinguishes NPM from private sector management, and where a shift (or a blend) in the 
values and culture of public sector organizations (to emphasize, for example, service 
effectiveness and cost efficiency) is a key success factor (Lane, 1999; and Dwivedi and Gow, 
1999).  
Evidence to date, however, suggests that implementation of performance management 
systems under NPM reforms is far from linear and straightforward (Arnaboldi et al., 2015), 
and may have unintended and adverse consequences (Diefenbach, 2009). Previous research 
identifies difficulties such as deviant behavior, negative feedback loops, poor professionalism 
of public sector staff and inconsistency between organization type and the performance 
management system used (see Adcroft and Willis, 2005; Bevan and Hood, 2006; Vakkuri and 
Meklin, 2003; Pollanen, 2005; and Fryer et al., 2009) that may lead to different outcomes or 
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even to abandonment of the performance management system (Lawton et al., 2000; and 
Popper and Wilson, 2003). Despite mixed findings about the success of performance 
management systems in the public sector (Lapsley, 2008), they are considered necessary to 
support improved productivity (Olden and Smith, 2008) and accountability (Walker and 
Dunn, 2006). 
Arnaboldi et al. (2015, p. 8) identify the BSC as one of five ‘performance management 
technologies’ regularly used in the public sector. They note that it can be difficult to choose 
the right technology for performance management in the complex delivery of public services. 
Hoque (2014, p. 37) also documents the research into balanced scorecard performance 
management systems in the public sector. Studies across a range of countries examine 
implementation of the BSC in healthcare management (Radnor and Lovell, 2003; and 
Grigoroudis et al., 2012), higher education institutions (Chan, 2007; Barndt et al., 2011; and 
Wu et al., 2011), local government (Kloot and Martin, 2000; Askim, 2004; and Nilsson, 2010) 
and federal government departments (Chenhall and Euske, 2007; and Hoque and Adams, 
2011). In his extensive 20-year review of the BSC research literature, Hoque (2014) 
concludes that further research is needed to examine the use of the BSC in the public sector.  
This study considers the question of whether the BSC development process can be effectively 
translated into the public sector context. While other studies examine the outputs and 
outcomes of BSC implementation, relatively little is known about the process of developing 
BSCs in the public sector (Dreveton, 2013). We posit that this development process can 
impact the ability of the BSC to enhance organizational performance and accountability.  
We compare and contrast the BSC development in two public sector organizations over a 
three-year period, and we document and analyze the process of establishing strategic 
objectives and performance measures. In so doing, we document and examine the 
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development of ‘strategy maps’, an aspect of the BSC noted as being under-researched 
(Hoque, 2014). We use Otley’s (1999) performance management model, which incorporates a 
five-step process of performance management system design, to examine the development of 
the BSC in each organization. A key aspect of the Otley and BSC models (Kaplan and 
Norton, 1992, 1996 and 2001c) is the link (or ‘fit’) between strategy and performance 
measurement design. Reflecting contingency theory, performance measures are viewed as a 
function of the organization’s strategy (Gupta et al., 1994; and Cavalluzzo and Ittner, 2004) 
and organizational performance as a product of the fit between strategy and performance 
measurement practices (Luft, 1997). Rather than focusing on organizational performance, 
however, this study adopts a holistic approach (Arnaboldi et al., 2015) in looking at how 
public sector organizations interpret public sector contingencies in the process of developing 
their strategy and performance measures.  
This study identifies the success factors for BSC implementation in two Italian public sector 
organizations. Our findings highlight the influence of political and cultural factors, and the 
significance of the multiple and often conflicting goals of stakeholders in the process of 
formulating strategic objectives and performance measures. We also identify the potential of 
Otley’s (1999) framework as a means to assess and evaluate the BSC in the public sector. The 
paper is structured as follows: the next section examines the relevant public sector and social 
services reforms in Italy, for the two case organizations. We outline the motivation for NPM 
reforms and then present the theoretical framework, along with the case study research 
strategy. This is followed by an analysis and interpretation of two case studies of Italian 
public sector social services. Discussion and concluding comments are provided in the final 
sections. 
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NPM reforms and performance management systems in Italy 
For the last 20 years, the public sector in Italy has undertaken NPM reforms. The impetus for 
reform includes obsolete and inefficient administration and the need to comply with the move 
towards European integration (Arnaboldi and Azzone, 2010). Reforms were underpinned by 
legislation including Law 15/2009 and Decree Law 150/2009, which mandated that all public 
organizations implement performance management systems and publish performance reports.  
These NPM reforms in Italy have been examined from a range of theoretical perspectives: 
actor–network theory (Arnaboldi and Azzone, 2010; and Agostino and Arnaboldi, 2015); 
institutional, neo-institutional and archetype theories (Liguori and Steccolini, 2012; Liguori, 
2012; Arnaboldi et al., 2010; and Panozzo, 2000); and contingency theory (Agostino et al., 
2012). Italian studies have explored the new performance-driven legitimacy of the Italian 
public sector, especially at the level of local authorities (Borgonovi, 2005) and social care 
(Bracci and Llewellyn, 2012); the administrative interactions with politics (Bassanini, 2000); 
and the outcomes of organizational change (Liguori and Steccolini, 2012; and Ligouri 2012).  
Performance management research has considered both the design and use of performance 
management systems (Broadbent and Laughlin, 2009; Agostino and Arnaboldi, 2012; and 
Ferreira and Otley, 2009). Design studies have been concerned with how various 
contingencies (Hoque and James, 2000; and Henri, 2006) or contextual factors related to the 
organization might impact on performance outcomes, and how the performance management 
system might be designed to take account of these various contingencies (see, Chenhall, 2003 
and further discussion in the next section). Agostino and Arnaboldi (2012, p. 330), for 
example, identify design features such as key performance indicators, target-setting and 
reward systems as pertinent considerations when implementing the system. 
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Studies on the use of performance management systems investigate how the information 
collected by the system is used to control and influence the behavior of people operating 
within the organization. Diagnostic and interactive controls (Simons, 1995), for example, 
measure actual performance outcomes and as a means to engage with managers to achieve 
targets, or to motivate them to improve processes and learn from operational change 
(Wouters, 2009).  
Some researchers maintain that the two concepts (design and use) are ‘two closely intertwined 
dimensions of [performance management systems]’ Henri (2006, p. 97) and the relationship 
between the two must be understood in a more holistic way. For Ferreira and Otley (2009, p. 
35), the use of performance management systems can counteract some issues of design, while 
Agostino and Arnaboldi (2012) highlight the reciprocal interaction between design and use, 
demonstrating they are equally relevant in explaining misalignment problems between design 
and use, and the effectiveness of performance management systems.  
Research into the process of BSC implementation, however, remains largely overlooked, 
particularly at the local government level (Hoque, 2014). This process orientation can act as 
the link between design and use. Additional research in this area may highlight the success 
factors of the BSC (Jennings, 2010; and Dreveton, 2013).  
 
Theoretical framework 
Otley (1999) maintains that organizational performance should be considered from the 
perspective of stakeholders, and with more attention paid to organizational strategy. Literature 
on the role of strategy as a specific contingent variable (Simons, 1995; and Langfield-Smith, 
1997) identifies performance management systems as the main mechanisms that make 
explicit the set of means–end relationships or ‘fit’ between organizations’ strategic objectives 
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and performance outcomes. This is especially the case when the notion of contingency ‘fit’ is 
set within a broader context of the organization and its environment (Malmi and Brown, 
2008). This notion is of particular interest to this study. 
Chenhall (2003) highlights how contingencies such as the nature of the external environment, 
national culture, technology, size, structure and strategy of an organization affect the design 
and implementation of performance management systems. He notes that BSCs ‘provide a 
methodology’ to examine an organization’s progress in meeting its strategic goals and 
account for the contingencies and processes that relate to the strategic goal-setting process 
(Chenhall, 2003, p. 136).  
The original performance management framework proposed by Otley (1999) remains a 
significant development in considering contingency-based performance management systems. 
It was intended to ‘provide a structure for examining extant practice in a more holistic way 
than has previously been the case’ (Otley 1999, p. 369). The framework developed from an 
inductive approach that aimed to ‘provide a means by which Practice can be assessed in terms 
of the behavioural [sic] consequences that are observed to occur when a particular system is 
operated in a specific context’ (Otley, 1999, p. 380).  
While there have been revisions to the original model (see Ferreira and Otley, 2009; and 
Broadbent and Laughlin, 2009), these have not broadened the role and impact of the design 
contingencies and implementation processes. We draw on Otley’s original model (1999) 
because it offers clear and structured means to examine the role and impact of contingencies 
on the implementation of a performance management system, and is consistent with the BSC 
approach to performance management. Drawing upon earlier contingency-based work (e.g. 
Otley, 1980, 1987; Chapman, 1997; and Fitzgerald and Moon, 1996), Otley’s (1999) model 
considers five central questions or sequenced stages in developing a performance 
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management system: strategy, activities and processes, performance, reward system and 
information system (see Table 1). 
Questions 1 (‘strategy’) and 2 (‘activities and processes’) reflect the stage of setting strategic 
objectives, in which the organization formulates clear objectives and the strategy to achieve 
its stated goals. This is influenced by the organization’s external circumstances, in particular, 
managing different stakeholders with potentially conflicting needs. It will also affect activities 
and processes, and the performance measures to be used. Question 3 establishes a coherent set 
of performance measures and targets. Question 4 (‘reward system’) examines the potential 
rewards that might reinforce the performance measures and influence managers’ behaviors 
towards the established targets. Question 5 (‘information system’), the final stage of the 
process, considers the information system needed to evaluate performance and enable 
learning.  
 
Table 1: Otley’s five central questions about organizational performance management  
Stages of PMS 
implementation 
Question Orientation 
1. What are the key objectives that are central to the 
organization’s overall future success, and how does it go 
about evaluating its achievement for each of these 
objectives? 
 
Strategy 
2. What strategies and plans has the organization adopted 
and what are the processes and activities that it has 
decided will be required for it to successfully implement 
these? How does it assess and measure the performance of 
these activities? 
 
Activities and processes 
3. What level of performance does the organization need to 
achieve in each of the areas defined in the above two 
questions, and how does it go about setting appropriate 
performance targets for them? 
 
Performance 
4. What rewards will managers (and other employees) gain 
by achieving these performance targets (or, conversely, 
what penalties will they suffer by failing to achieve 
them)? 
 
Reward system 
5. What are the information flows (feedback and feed- Information system 
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forward loops) that are necessary to enable the 
organization to learn from its experience, and to adapt its 
current behavior in the light of that experience? 
Source: Adapted from Otley (1999), pp. 365–366. 
 
This study aims to explore the process and the contingencies that affect the design and 
implementation of the BSC in two Italian public sector organizations by using Otley’s (1999) 
five questions/stages as an organizing framework. In so doing, we seek to examine the 
development of objectives and the contingent fit between strategy and the formulation of 
performance measures. 
 
Research strategy 
We adopted a case study research strategy as it can provide a holistic view of the process of 
performance management system design and how those involved experience the process over 
time (Kurunmäki et al., 2003; Gummesson, 1991; and Otley, 2001). This approach allowed us 
to identify the key events and actors involved (Benbasat et al., 1987; Kjellén and Söderman 
1980; and Chenhall and Euske, 2007) during the lengthy and complex implementation 
process. The two selected case studies – a local social-care organization (Case 1) and a local 
authority (Case 2) – were located in the same province and region in Italy, experienced 
similar policy, funding autonomy and were similar in terms of the nature of social services 
provided. The case studies’ validity, insights and meaningfulness were aided by the relatively 
unencumbered access to personnel, meetings and records of both organizations over a three-
year period. This supported ‘information rich’ data (Patton, 1990, p. 185; see also Donmoyer, 
2008; Höijer, 2008; Larsson, 2009; Lewis and Ritchie, 2003; and Payne and Williams, 2005).  
In particular, we were able to observe and investigate the stages of BSC development, the 
emerging issues that impacted on the process and the reflections of people involved as the 
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process unfolded (Chenhall and Euske, 2007; Kurunmäki et al., 2003). The case analysis and 
insights also allow us to offer reflections on Otley’s (1999) model of performance 
management as a framework for evaluating the implementation of performance management 
systems in the public sector. 
The study of the two organisations commenced in January 2008 and continued until 
December 2010, when the process of implementation was formally finished. Data were 
gathered over the three-year period, through semi-structured interviews, participant 
observation and document analysis (see Appendix A). Documentary evidence was used to 
identify the strategic objective setting stages (stages 1 and 2 in the Otley model) in both case 
organizations. 
Forty-nine interviews were conducted across all managerial levels during the three years of 
the study (see Appendix B) and provided data relating to all five stages of the Otley model. 
The interviews covered managers’ perceptions of the strategic objectives (stage 1) and the 
activities and processes to achieve them (stage 2). The first round of interviews, in 2008, 
focused on participants’ experiences with the BSC design and implementation. In 2009, the 
interviews explored the way the BSC was embedded in organizational processes and the way 
it was developed by managers (stages 3 and 4). The last set of interviews, in 2010, focused on 
the way the BSC was adapted and the supporting information and communication systems 
(stage 5). The budget, balance sheet, non-systematic accounting and non-accounting reports 
used by departmental and service managers provided evidence that allowed for a 
comprehensive understanding of the information system in place (stage 5). We also gathered 
publicly available information to identify relevant stakeholders and contingencies affecting 
both the design and implementation of the BSC (stages 1 and 2).  
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Case analysis and interpretation 
The top management (general director and general manager respectively) of the two cases 
under analysis (Case 1 and Case 2) decided to implement the BSC in 2008 to capture the 
complexity of new stakeholders’ needs and expectations, ensuring that social care is effective 
and efficient, and to gain better control over the whole organization and the departmental 
managers. In both cases, the BSC was chosen as a performance management system under a 
specific legislative prescription, and was influenced by the top management’s knowledge and 
familiarity and personal beliefs about its potential.  
Case 1 managed a budget of €18 million for services provided on the behalf of three other 
local authorities, who were also included on the board of stakeholders. It employed 150 
people and provided services to approximately 141,000 residents, including the elderly, adults 
with a disability or who required rehabilitation or assistance with social integration, and 
children with a disability or who were suffering from neglect or abuse. 
The organizational structure in Case 1 (Appendix C) included a general director responding 
directly to the board of stakeholders comprised of one representative of each of the three 
contracted local authorities. There was a perception by managers of Case 1 of a clear 
demarcation between the external environment (inclusive of the board) and the organization 
(indicated by a solid line in Appendix C) and was a key factor in facilitating the development 
process of the BSC. 
Case 2 managed a budget of €160 million that came from the state (40 per cent), local 
taxation (40 per cent) and direct collection of contributions for the services provided (20 per 
cent). It employed 1,350 people and delivered services to around 135,000 residents. Of the 
total budget, approximately €19 million was allocated for social services provided to the 
elderly, adults and children. A staff of approximately 250 was dedicated to social services.  
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Case 2 (Appendix D) comprised a general manager responding to the mayor and to the town 
council of the local authority. In contrast to managers in Case 1, the managers in Case 2 did 
not perceive their organization as autonomous and separate from the external environment, 
i.e., the mayor and town council, and they saw an interconnection of interests between 
managers and the town council (indicated by a dotted lines in Appendix D). This 
interconnection of interests and an unwillingness to disengage from the town council was a 
key factor inhibiting development of the BSC. 
Both organisations had similar rationales for adopting the BSC, as well as similar-sized 
budgets and staff devoted to the social services. The analysis of the two organizations’ 
background and organizational charts provided an insight into how external contingencies 
(i.e. stakeholders and political organs) might potentially impact the BSC process. 
 
Design and implementation of the BSC in Case 1 
The BSC commenced with the establishment of a BSC group in March 2008, comprising the 
general director, the administrative manager and the four social-care managers. The group 
defined organizational goals and how they would be translated into a strategic map, and a set 
of performance measures based on the four perspectives of the BSC (customer, financial, 
processes and learning, and growth). They started by identifying the main goals (stage 1 of 
the Otley model) from a review of the organization’s official documents. The group 
emphasized efficiency, mainly tied to rationalization of services and fulfillment of the 
contract:  
If we go through the official documents, they give emphasis on the need to rationalize the services and the 
activity, trying to fulfill the contractual obligations, but we need to widen the strategic perspective (M5). 
The group considered a wide range of stakeholders:  
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When we talk about social services, our relationship is not only with the direct users, say the children and 
their families, but also with the needs of the geographical areas of reference. Thus, we are in touch with 
associations, public agencies, voluntary organizations, politicians, healthcare authorities, schools, 
provinces, region and state: it’s a large set of stakeholders (M6). 
The BSC group aimed to meet the needs of a large number of stakeholders (at the top and 
center of the strategic map in Figure 1). The map indicates the main strategic objectives 
identified by the group, which were organized into four perspectives of the BSC (the original 
Kaplan and Norton [1992] perspective of ‘customer’ is re-interpreted as ‘community’). 
Assumed causal relationships and linkages between different strategic objectives are 
represented with arrows, to stress each objective’s role in the overall organizational strategy. 
Key financial objectives included the achievement of a balanced budget; an increase in 
productivity; and the revision of the current fundraising system. 
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Figure 1: Strategic map – Case 1 
 
 
The group also considered how to balance stakeholders’ needs with financial goals (stage 2 of 
the Otley model), because in a public context these two goals are often in conflict: the 
financial perspective is the main constraint on provision of services; however staff could not 
see a clear connection between stakeholder satisfaction and the amount spent on social 
services, the choice of kind, quality and quantity of those services: 
Our stakeholders and even our three municipalities of reference often ask for more services and more 
quality, while on the other side we are not allowed to raise more revenues, or worst we are asked to cut 
our spending. Every year the ‘mission’ is doing more with less. This is challenging but also frustrating 
(M1). 
In an attempt to balance the financial perspective with diverse community needs, the group 
included a new reward system and better internal communication and training. The needs of 
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relevant stakeholders (the community perspective in Figure 1) informed priority objectives in 
the other three perspectives of the BSC.  
The BSC team then held quarterly meetings with employees of the different services (elderly 
residential care, elderly home care, adult social care and child social care) to discuss the key 
organizational objectives and connect them in a forward-looking way for the whole 
organization. The meetings resulted in a set of linkages and objectives. For instance, starting 
from the learning and growth perspective, the increase in training was linked to the 
investment in new technologies. Both were then linked to the process perspective through the 
development of the evaluation system, the increase in communication and the re-organization 
of the services. The development of an evaluation system and the increase in communication 
were connected to an increase in service quality, and an increase in stakeholders’ satisfaction. 
The new reward and incentive system was linked to BSC performance targets (stage 4 of the 
Otley model) and added to the existing performance evaluation. The reward for meeting 
targeted levels of performance was a small monetary bonus.   
The financial perspective, however, was deliberately the least interconnected of the four BSC 
perspectives, and the sole cross-linkage was established via a reward system (learning and 
growth) that seemed to push a re-organization of the services (process) and an increase in 
productivity (financial) and, through this, establishing a new stakeholders’ network 
(community). Case 1 was successful in defining its plans and strategy (stages 1 and 2 of the 
Otley model) because it downplayed the financial dimension in order to emphasize the service 
dimension.  
Information flows – the ‘final ingredient’ (stage 5 of the Otley model) in the performance 
management system (Otley, 1999, p. 369) – were enhanced by an organizational system that 
focused on accounting information and level of service. The formal reporting process was 
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hindered by a lack of technology/systems development: most of the reports were prepared in 
spreadsheets or PowerPoint slides and circulated as PDF files. Managers found that the 
increased workload associated with this process detracted from the monitoring of services 
provided. 
From February 2010, the BSC group met quarterly to focus on the results of the BSC 
scorecard measures. Reports were distributed to managers for discussion with staff, 
particularly when significant variances from the targeted measure were highlighted.  
 
Design and implementation of the BSC in Case 2 
Case 2 began by creating a steering group, initially comprising the general manager and the 
three departmental managers. The steering group determined the main goals and developed 
strategic priorities (stage 1 of the Otley model). 
Each manager had different perceptions about key objectives and stakeholders. These 
perceptions were influenced by the capabilities and activities of their department and their 
relationships with the mayor and the members of the town council: 
 
Our department is very large, but concerning child social care we need to take into account a set of 
stakeholders of reference: children and their families, politicians, local health care authorities, schools, 
administrative centers for the schools, provinces, region and state (M10). 
 
We have to start from the political program of the mayor and try to fit our own priorities, then the final 
evaluation depends on the political organ (town council) […] but my impression is that each of us is 
travelling on parallel tracks to avoid crossing other departments. […] Here people fear collaboration, they 
do not want any innovation because they prefer doing what they’ve always done (M10). 
 
Managers’ views highlight two main issues when considering stakeholders: first, the number 
and complexity of the stakeholders, whose composition was different from department to 
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department. Second, the political dynamics: as the main accountability relationship was 
between the town council and the mayor, identifying a set of stakeholders involved political 
bargaining. The main priority for the departmental managers was to focus on their own goals, 
which meant an overall organization perspective was lost. There was also intense concern and 
debate over how financial resources would be allocated between the stakeholders (stage 2 of 
the Otley model). The allocation was made through the financial budget (decided by the town 
council depending on the amount collected, the mayor’s political program and the requests or 
proposals of each department and service manager), but according to all the participants, their 
main focus was the executive management plan (PEG) and the funding they were entitled to 
manage within the financial budget. 
Now, in the public sector it’s the opposite of the private sector: we receive a financial budget to develop 
our activities. […] Thus, we consider the budget allocations as fixed. […] For us, the economic and 
financial aspect is: ‘How much do I have? How much of it remains if I provide that service? What 
service/s must I renounce to provide?’ Thus the financial aspect is not a secondary aspect, and it is in 
itself the result of previous negotiations of objectives. Each record in the financial budget of the local 
authority represents an allocation of resources, with political implications (M9). 
The steering group developed a strategic map (Figure 2) but the definition of the relevant 
organizational goals and objectives remained quite broad. The steering group identified six 
strategic priorities according to the political program of the mayor, as this was an unavoidable 
commitment towards the mayor and the party he represented. The managers then examined 
their specific areas of responsibility to identify relevant strategic objectives that related to 
them. Once identified, these objectives were reclassified under four perspectives of the BSC 
(community, financial, processes, learning and growth).  
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Figure 2: The strategic map – Case 2 
 
 
 
 
 
 
 
 
 
 
The steering group sought to systematize their objectives (indicated in squares in Figure 2) by 
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perspectives, all the departmental managers agreed that the linking was not a problem per se, 
but they preferred to rely on the existing mechanism of the PEG and the political relationship 
with the town council. This situation was described in the following terms:  
At this level of planning, it is not feasible to be focused and to make choices or linkages […]. We need to 
rethink a system more coherent with our external and internal context (M7). 
 
To me, it is rather impossible and useless trying to create a relation among the key objectives and 
performance areas. On one hand, it is impossible, since the complexity of the dynamics involved in the 
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management of the organization are so changing that I cannot define what exactly causes what; on the 
other hand, I don’t see any utility from that for my decisions and my work (M9). 
The general manager declared the BSC implementation a failure due to the explicit choice of 
‘playing around with’ the definition of the strategic goals, without making them coherent with 
stakeholders’ needs. The quote from the manager of the infrastructure department above (M9) 
highlights an implicit resistance to use the BSC because of a belief that the tool would be 
futile in the public context, where priorities were established through changing political 
mechanisms.  
The subsequent setting of performance targets (stage 3 of the Otley model) in Case 2 was 
problematic for a number of reasons. First, the steering group had not clearly specified the 
strategic objectives. Second, there were no available data for many potential measures. Third, 
the target measures were mainly influenced by external factors, such as urgent cuts in 
funding. As a result, the steering group identified ‘slack targets’, achievable at currently 
existing levels and loosely coupled with the measurement of objectives. 
The idea of linking BSC performance measures to a possible reward system (stage 4 of the 
Otley model) was not considered, and reflected the steering group’s resistance to evaluating 
ever-changing objectives and targets:  
The incentive systems? You can formally put them in place, just to comply with the normative, but no 
one works effectively and you cannot overcome this status quo. […] We have the productivity bonus that 
is allocated to everyone and it is crystallized in the organizational culture (M8). 
The process of implementing the BSC was also made more difficult as there was no 
integrated information system (stage 5 of the Otley model): 
 
Fundamentally, the information is elaborated within the department or the service of reference; reports are 
required if there is the need. The remainder of the information about the organization is not timely or 
reliable and we are not used to sharing information (M10). 
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 We are all little worlds on our own […] In brief, it’s chaos (M8). 
 
To solve the lack of information, all departmental managers relied on two mechanisms: a 
personal network of relationships with services managers and their employees; and frequent 
negotiations with the town council. Internal networks and meetings with town council led to 
strong personal relationships that, in turn, led to the creation of ‘autonomous worlds’ within 
the organization:  
It is almost impossible to account for complex and indeterminate matters through the existing information 
systems. I’d rather prefer informal than formal communication mediated through meetings, coffee and 
lunch-breaks (M9). 
 
In 2009, in order to be seen compliant with the BSC project, the steering group of Case 2 
requested reports on measures identified the previous year. The general manager attempted to 
involve departmental managers in the collection of this information, but failed because it was 
perceived as an increase in workload without any useful outcomes: reports arrived late and 
incomplete, signaling the ultimate failure of the BSC project. 
 
Discussion  
In this study we sought to investigate how the process of a developing a contemporary private 
sector performance management system in the form of a BSC might translate to a public 
sector context. We aimed to examine idiosyncrasies of the public sector setting that could 
impact performance management system design and implementation in two Italian public 
organizations. Our primary interest was the analysis of the organizational processes 
surrounding the sequential development of organizational objectives, strategy and 
performance measures.  
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Our interpretations of case study data suggest the need for greater integration of BSC design 
with the external (political/social) and internal (cultural) organizational environment. This is 
even more important in the context of social services where a large number of stakeholders 
have unique and hard-to-quantify needs. Both case organizations struggled with the process of 
defining their key objectives because of the number of powerful stakeholders and the 
involvement of political issues that were far from rational and forward looking. 
In Case 1, management chose to leave aside the financial issues tied to political bargaining, 
and establish a clear boundary between the board and the organization in order to develop the 
non-financial perspectives of three of the BSC’s four interlinked perspectives. The process of 
designing and implementing the BSC highlighted to managers the potential political 
obstacles, and also brought about clarity regarding the organization’s strategic objectives as 
well as providing a basis for key performance measures. The community (needs) perspective 
provided a point of departure for the development of the objectives and measures in the 
learning and process perspectives of the BSC. Over the three-year process, there was 
increased engagement of managers and staff, which enhanced communication and 
cooperation across the network of social services departments.  
In contrast, in Case 2, the process of design and implementation was met with a strong 
cultural resistance to change. This resistance and the ever-changing political decisions over 
the allocation of funding impacted the setting of organizational objectives. As a consequence, 
it was difficult to develop clear performance measures, which contributed to greater resistance 
in all stages of the process of BSC development. In stark contrast to Case 1, there were no 
clear connections in the strategic map between the four perspectives of the BSC. 
Stage 1 of the Otley model draws attention to the need to specify organizational objectives. In 
both cases, this stage prompted consideration of the array of stakeholders and objectives to 
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meet their needs. A lack of clarity about stakeholders and specificity of objectives in the first 
stage is an indicator of potential failure of the BSC in Case 2. 
The process of implementation in both organizations was impeded by limitations in 
information systems (stage 5 of the Otley model). In Case 2, the actors used this limitation to 
resist BSC implementation and maintain a culture of retaining information within 
departments. This provides further support for the case made by researchers such as Archer 
and Otley (1991), Dwivedi and Gow (1999) and Gow and Dufour (2000), who note the 
importance of the unique values and culture of the public sector in NPM.  
Stage 5 of the Otley model (see Table 1) also provides insights into the potential success of 
the BSC implementation process. Earlier consideration of information needs (for example, at 
stage 2) may provide better insights into resource implications. Despite problematic 
information systems, political social/cultural factors were the most significant negative 
influences on performance management system development.  
 
Concluding comments 
Our findings support the call for a more holistic view of performance management systems 
(Lapsley, 2008; and Arnaboldi et al., 2015) to address the questions in Otley’s model (1999).  
While our study focused on the contingency ‘fit’ between organizational objectives, strategy 
and performance measurement development in the BSC, we propose that the ‘fit’ could be 
improved through greater attention to the external environment – political, social/cultural and 
economic factors. Our proposition is consistent with Pollitt and Buckaert (2004) and Ongaro’s 
(2009) debate on the role of political issues, demonstrating that an underestimation of those 
issues could compromise the successful process of performance management system 
implementation such as the BSC.  
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Our study raises questions, however, about how clearly the boundaries between the 
organization and external contingencies in the public sector might be delineated. The original 
Otley model (1999) implies the existence of clear boundaries between the organization and its 
external environment. Our findings indicate, however, that this may not exist. In Case 2, we 
see an organizational structure which blurs the line between policy (and funding) and 
operations – a factor in the less-formal decision-making processes within the organization. 
Our findings suggest that in the Otley model (and later revisions by Ferreira and Otley, 2009; 
and Broadbent and Laughlin, 2009), analysis of the external environment needs to be more 
explicit. In the public sector context, the number and varied needs of stakeholders and funding 
tied to political organs impacted the process of BSC implementation. Concomitantly, 
important aspects of the organization are not captured by the BSC because of the blurred link 
between political interpretations of the social services and the effective measurement of their 
achievement (Bracci and Llewellyn, 2012). Our findings suggest that greater attention should 
be given to political contingencies when designing and implementing a performance 
management system.  
Our findings also suggest an extension of stage 5 of Otley’s (1999) model to contemplate 
better integration of information from the interpersonal networks that informally link the 
organizational actors to political organs.  
We conclude from our findings that the Otley (1999) model offers a valuable methodology for 
public sector authorities when implementing a performance management system such as the 
BSC. We suggest the model might be enhanced by a broader consideration of the political and 
social/cultural factors peculiar to the context of the public sector organization. Indeed, the 
consideration of the five key questions of the Otley (1999) model is a logical and 
conceptually sound prerequisite for developing a BSC in public sector authorities. Case 2 
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shows that objective-setting stages and processes (questions 1 and 2) of the Otley model can 
highlight the influence of political, social/cultural and funding idiosyncrasies. Case 1 provides 
a counterpoint in which a structured (five-stage/question) approach is an effective organizing 
framework that also draws attention to resource needs (e.g. information systems). 
To the best of our knowledge, this is the first case study analysis that considers the process of 
BSC design and implementation in the public sector, using the Otley (1999) performance 
management framework. Future research might consider the framework when assessing 
public sector organizations that are contemplating or have used the BSC or other performance 
measurement technologies. Such research might shine some light on the suitability and 
quality of the so-called ‘problematic’ performance management technologies (e.g. budgeting) 
for use in the complex setting of the public sector (Arnaboldi et al., 2015). Future research 
might also explore the impact of history in shaping a specific cultural and political approach 
to NPM reforms.  
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Appendix A: Field work and main events 
 
 
 
 
 
 
 
 
 
 
 
Appendix B: Interviews conducted during the three-year time of balanced scorecard 
implementation 
Interviewee Interviewee No. of interviews conducted per 
year 
 Code 2008 2009 2010 Total 
Case study 1      
General director M1 2 2 2 6 
Administrative manager M2 1 2 2 5 
Manager of elderly residential care  M3 1 2 1 4 
Manager of elderly home care  M4 1 1 1 3 
Manager of adult social care M5 1 1 1 3 
Manager of child social care M6 1 1 1 3 
Total  7 9 8 24 
Case study 2      
General manager M7 1 2 2 5 
Manager of the administration and financial department M8 2 1 1 4 
Manager of the infrastructure department M9 1 2 1 4 
Manager of the welfare department M10 2 1 2 5 
Other service managers M11 3 2 2 7 
Total  9 8 8 25 
 
 
 
  
2008 2007 2009 2010 
Search for managers’ 
collaboration 
Analysis of the archival documents 
Informal talks and meetings, participations to BSC meetings 
Interviews 
Stage 1, 2 (Otley) 
 BSC design in 
consideration of 
the stakeholders’ 
needs 
Case study 1  
Interviews 
Stage 3, 4 (Otley) 
 
Interviews 
Stage 5 (Otley) 
BSC design in 
consideration of 
the stakeholders’ 
needs 
Case study 2  
BSC revision/abandonment 
and related adoption of IS 
Case study 1 and 2 
BSC 
implementation 
and use 
Case study 1 and 
2  
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Board of stakeholders 
(selected by three local 
authorities) 
General 
director 
Manager of elderly 
residential care 
Manager of elderly 
home care 
Manager of adults 
social care 
Manager of children 
social care  
Administrative manager 
Mayor 
Town council (Board) 
 
General manager  
 
Manager of the administration and financial 
department 
Manager of welfare department 
Manager of infrastructure department 
Nine service managers 
Seven service managers 
Four service managers 
Appendix C: Case study 1 – Organizational chart  
 
 
 
 
 
 
 
 
 
Appendix D: Case study 2 – Organizational chart 
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